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Guidelines for Administration of
The Management Advisory
Services Practice
Introduction
Many guides to good practice are available to the practitioner
for audit and tax engagements because the profession has been
engaged in those fields for a great many years. Since management
advisory services have only become significant in recent years,
similar material has not been available for these assignments. The
publication of a Management Advisory Services Guideline Series
is an attempt to codify administrative and technical guidelines in
this area of practice.
The purpose of this publication is to codify what are considered
to be good guides for the administration of management advisory
services engagements. The subject has been approached on a time
cycle basis, starting with the client negotiations that lead to a man
agement advisory services engagement, and proceeding through
all of the necessary phases until completion of the engagement.
The material has been organized by subject matter to cover this
time cycle as follows:
Chapter
1
2
3
4
5
6
7

Subject
Development and arrangement of engagements
Problem definition and initial planning
Proposal letters
Engagement programs
Reports
Implementation of recommendations
Evaluation of engagement performance
1

These guidelines represent a consensus of the views of many
practitioners in the field of management advisory services who
have participated in the preparation of the material or who have
been consulted for their views. They have the endorsement of the
1967-1968 committee on management services of the American
Institute of Certified Public Accountants but do not represent an
official position of the Institute. Although these guidelines are
considered to be generally applicable, there may be circumstances
in which departures from them can be justified. These decisions
are the prerogative of the CPA, who is bringing his professional
judgment to bear on his client’s problems.
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C hapter 1

Development and Arrangement
of Engagements
D evelop m en t o f Practice
The basic characteristics and qualifications of a CPA firm form
a sound basis for the development of the management advisory
services portion of the CPA’s practice. The CPA deals regularly
with members of the business community who know him and seek
his advice on business matters. Beyond this, the CPA’s analytical
ability, professional independence, objectivity, integrity, and his
insistence on technical competence form a solid foundation for the
offering of advice and technical assistance which will enable client
management to conduct its affairs more effectively.
Servicing C lients

The CPA’s competence, coupled with his familiarity with his
client’s finance and control systems, business problems, and per
sonnel, place him in a logical position to perform management
advisory services for that client. Not only does this knowledge of
client affairs form a basis for the CPA to offer advice and assistance
in management advisory services areas, but clients have come to
expect the CPA to point out problem areas and furnish assistance
in their resolution.
Consistent with providing the maximum service to his clients,
the CPA has an obligation to inform these clients of his capabilities
and the nature of the services which he is in a position to offer.
This can be done in ways that are ethically acceptable through the
contacts normally maintained with clients in carrying out the
other aspects of the CPA’s practice.
Since many management advisory services areas require special
3

ized skills, these capabilities are generally centered in certain in
dividuals within the firm. It follows then that the CPA respon
sible for the other aspects of the practice, in many instances, will
not be performing management advisory services. He must, how
ever, have knowledge of, and confidence in, his firm’s management
advisory services competence if he is to bring those services effec
tively to the attention of his clients.
This means of course that, as in other areas of the CPA’s prac
tice, individuals engaged in management advisory services must
work closely with others in the firm if the firm is to serve its clients
effectively. For example, the individual who is involved in man
agement advisory services engagements should:
1. Assist in increasing the ability of all persons in the firm to
identify and recognize opportunities to serve clients in the man
agement advisory services areas of the practice.
2. Keep others in the firm aware of the work he is doing.
It is desirable that one partner in the firm assume overall co
ordinating responsibility for all services rendered to a specific
client, including audit, tax, and management services. This part
ner, whether particularly qualified in management services or not,
as a minimum should be involved in:
1. Negotiation of the engagement
2. Important meetings with the client and personnel involved
3. Review of recommendations
Regardless of who performed the work, it is important that
management advisory services engagements be arranged so that a
clear identification and segregation of the work can be made from
the other services performed for a given client. This separation
provides a clear-cut definition of objectives and delineation of the
specific work to be performed and permits the client to relate
accomplishments to the cost of the work performed.
The basis for a successful management advisory services practice
is the competent completion of the engagement that is undertaken.
Sound accomplishments result in increased opportunities to serve
existing clients and will prompt others to take the initiative in
asking the CPA for help. The CPA, of course, may respond to these
inquiries and, in many cases, will be able to provide the desired
services. Courtesy and the Code of Professional Ethics clearly
indicate the course a member should take in those instances.
4

The CPA who has highly developed skills in a specific industry
or a particular problem area need not stand by and wait for others
to develop a respectful opinion of his activities. He can speak or
write about his work and circulate reprints among his clients,
being careful, of course, to observe the spirit as well as the letter
of the rules of ethics. He can also inform clients directly by letter
of the management advisory services he is equipped to perform—
or better still, talk to his clients about those services.
In general, there is no objection on ethical grounds to the mail
ing of this kind of material directly to clients as long as no further
distribution of an improper sort is made.
Additional and Repeat Work

Often the successful completion of a management advisory serv
ices engagement will result in additional work beyond the scope
of the original engagement. Work in one area may disclose prob
lems in other areas that could have come to light only through the
original assignment. Discussion of these problems with the client
is consistent with the type of services the CPA should provide.
In order to maintain the highest standard of performance, how
ever, it is important that the CPA not be preoccupied with ex
ploration of new areas but concentrate on completion of the job
at hand. Identification of additional areas requiring attention
should come from the CPA’s breadth of knowledge and sensitivity
to client needs. At the proper time, then, he should call the client’s
attention to conditions that give evidence of a need for additional
assistance.
Another source of management advisory services engagements
is the client who is satisfied with a successfully completed project
and, at a later time, becomes aware of a new problem. It takes
something more, however, than successful performance alone to be
sure of complete client satisfaction. What is needed is an orderly
follow-up program providing for routine periodic visits after each
engagement has been completed. The CPA who cares enough
about his work to pay a call on his client to see what has become
of the program or system he previously installed is more likely to
be the professional the client will remember when he wants some
thing else done.
In connection with engagement follow-up, the firm’s personnel
can help by taking note of changes and by reporting unauthorized
program or system modifications as well as difficulties encountered,
whether they result from actions of client personnel or from other
developments in a client’s business during the performance of
5

other engagements. This type of activity, however, cannot replace
client visits by the personnel who conducted the management
advisory service engagement.
Another approach to practice development involves those ac
tivities that publicize a firm’s name in an ethical manner. Such
activities include writing articles for publication, making speeches
before professional, business and civic groups, or taking an active
part in the work of these organizations. Efforts of this kind rely
on the cumulative effect of repeated exposure to implant in the
public mind an awareness of a name and an image of competence,
quality, and other desirable attributes.

A rrangem ent W ith C lient
Should the Engagement Be Undertaken?

Just as the client has to decide whether or not he wishes to
engage the CPA, so must the CPA determine whether or not he
can accept an assignment. CPA firms are aware that their clients
sometimes ask them to handle jobs which are outside their sphere
of activity, or which they are reluctant to undertake.
Whether a client request falls within an acceptable area for a
particular CPA, or firm, will depend on the attitude taken on the
scope of practice, the competence developed, and the availabil
ity of staff. There are differences of opinion on these matters and
each CPA firm must make its own decision.
Since development of a sound management advisory services
practice is strongly dependent upon the successful completion of
the work undertaken, it is important that the chances for a success
ful engagement be carefully determined before an engagement is
accepted. Chances for success are greatly increased when all the
following conditions exist:
1. The work is to be directed toward the client's real problem
and not just symptomatic problems.
2. The problem can be solved by using outside assistance.
3. The climate is such that the client may be expected to act once
he receives a sound recommendation directed to his problem.
If the CPA is unwilling or unable to handle the assignment,
he will usually benefit by referring the client to someone he be
lieves is qualified to accomplish the needed work.
6

Concluding the A rrangem ent

The CPA must be diligent in reaching a complete understand
ing with the client as to the scope and objectives of an engagement
before he embarks upon it. The steps necessary to accomplish this
can be summarized as follows:
1. Ascertain the real problem and what is required to reach a
solution. This may require a limited survey before a responsible
proposal can be made.
2. Identify the end product of the assignment, i.e., report of find
ings, suggested systems, installation of the system or other
objectives.
3. Agree on role to be performed by the CPA. This may vary
from occasional consultation to full-time participation by one
or more staff members who perform significant portions, or all,
of the work.
4. Agree on the basis for establishing and billing fees.
5. Confirm understanding in writing.
These steps are explained more fully in Chapters 2 and 3,
dealing with surveys, studies and proposal letters.
W ith Whom Should the Arrangem ent Be M ade?

It is axiomatic that there are advantages in doing business at
the highest level of management. In fact, some management con
sultants adopt the position of refusing to deal with anyone but
the chief executive officer. While this attitude may be extreme,
given the kinds of problems with which consultants are asked to
deal, a good case can be made for striving to make the arrangement
at the highest level.
Generally, the president’s concerns are broader and less affected
by the individual requirements with which vice presidents are
involved. Very often, the solution to a problem depends upon
achieving the right balance between factors such as customer serv
ice (marketing), inventory investment (financial) and the size and
frequency of production runs and inventory levels (manufactur
ing); in such cases, a final authority has to make the decisions
based on the best interests of the business as a whole. The
president is in the ideal position to do this, and the CPA who has
complete access to him usually can achieve the best results.
In many situations, however, it may not be necessary to deal
7

directly with the president. If an engagement relates solely to the
financial area, for instance, there may be no reason to believe that
lack of contact with the president will render the CPA powerless
to see his work through to a successful conclusion.
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Chapter 2

Problem Definition and Initial
Planning
An important first step in all management advisory services
engagements is the clear definition of the problem. This may
involve a survey and analysis of existing procedures and operating
practices which will usually be necessary prior to preparing either
a proposal for work or a report of recommendations.
A client, in many cases, may have already diagnosed the prob
lem. However, this initial definition may identify symptoms only,
or utilize outdated or oversimplified factual assumptions which
have never been thoroughly analyzed.
After preliminary discussions with the client regarding his
problems, a survey should be arranged to make an objective de
termination of the factors involved. During the survey, the CPA
should recognize overall company policies and plans, and should
co-ordinate his projects with other current company programs. It is
possible in a large organization for two or more groups to be
working on the same problem.
Types of Surveys

Surveys can be classified into two broad categories generally
differentiated by scope, duration, and objectives.
1. Limited Review. This type of review, of a short duration,
typically results from a client’s request for the CPA to study,
on a broad, top-level basis, a department, functional area or
selected operating procedures. This approach requires sub
stantial participation by highly experienced practitioners and
involves many personal interviews with the client’s key man
agement personnel. This type of review is intended to highlight
significant problems or the need for an extended review. The
9

conclusions would be reported to the client in a proposal letter
(Chapter 3), or a report of findings and recommendations.
2. Extended Review. This type of review involves an in-depth
study which should include:
a. Collection and analysis of pertinent data to properly define
the client’s problems.
b. Determination of any limiting factors to successful im
plementation of recommendations.
c. Identification of key decision-makers.
d. Recognition of other operating areas affected.
e. Clear statement of recommendations and benefits to be
derived.
Completion of the extended review will provide data necessary
for preparation of a report to the client summarizing the results
and recommended course of action (Chapter 5).
Standards of Performance

In performing the survey, the CPA has a responsibility to pro
vide competent professional services. The following standards,
which are based on generally accepted auditing standards of field
work, should guide the performance of management advisory serv
ices engagements:
1. Each engagement should be carefully planned in advance to
ensure that all matters relating to the engagement are properly
provided for.
2. Each engagement should be staffed by persons with adequate
technical competence. These persons should be supervised by
people with adequate experience and competence to exercise
the supervisory function.

3. In the performance of work and the rendering of advice, it
should be the responsibility of the persons performing the en
gagement to assure that sufficient evidential matter has been
accumulated to support the conclusions reached and recom
mendations made.

C on d u ctin g the Survey
Surveys will vary widely from engagement to engagement de
pending on the size of the company, the complexity of problems.
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the depth of analysis required, the areas to be studied, and the
present sophistication of the client’s operation. As noted earlier,
surveys may be of a limited duration, or in some cases, extend
over a considerable period of time. In all cases, however, the
survey should be completed in the shortest possible time con
sistent with achieving the objectives of the engagement.
There is no shortcut to good problem definition. To be effective,
the effort must be directed toward the real problem rather than a
superficial symptom and properly stated so as to prevent sub
sequent misunderstandings and disappointments. The principal
steps in accomplishing this involve fact-finding, analysis of the
facts, and determination of the possible approaches and solutions
to the problem.
Fact-Finding

The first step in problem definition is the gathering of all facts
needed to describe precisely the problem which requires solution.
This activity is extremely important since no problem can be
solved without a clear understanding of its critical dimensions
and parameters. Accurate and comprehensive fact-finding will
enable the CPA to draw a boundary line around the problem so
that its scope can be clearly defined. It is therefore necessary to
learn all that the client can tell about the problem, including
background information on the personalities involved and other
pertinent facts.
This activity is significant because it provides the basis for an
analysis of the status quo as well as for the formulation of recom
mendations for improvements. Consequently, care must be taken
to assure that no salient facts have been overlooked.
Methods and techniques of gathering facts will vary in each
situation. Personal interviews, document reviews and flow-charting
are all important means of obtaining and understanding the nec
essary information.
Techniques will vary but in most system reviews:
1. Current systems, forms and reports should be sufficiently
documented.
2. Volume counts should be obtained, as necessary.
3. Organizational relationships should be outlined.
4. Job descriptions should be reviewed and personnel statistics
secured.
5. Complete working papers should be prepared.
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The data collected should then be reviewed with the client to
insure its accuracy.
Analysis of Facts

The second step in the survey is an analysis of the facts to ascer
tain the conditions which have created and are sustaining the
problem. It is useful to break this analytical process into several
steps:
1. A systematic and thorough review of the accumulated facts
should be made and a clear, concise summary should include
criticisms, complaints and pertinent comments made by the
individuals interviewed.
2. Every aspect of the current situation should be tested and
challenged to identify weaknesses or opportunities for im
provement. This step should also reveal the major indicators
of the problem which should be summarized.
3. A careful determination of the causes of the problem should be
made, for the solution often becomes obvious when the causes
are known. T o determine causes will require discovering the
conditions which led to and are sustaining the problem. By
knowing when and where each of these conditions started, and
how long they have existed, an evaluation can be made to
determine whether the situation is growing better or worse.
Definition of Approach and Solution

As the facts are being gathered and analyzed, the solution may
become reasonably apparent or may require selection of several
possible alternatives. The CPA should inform his client of the
alternatives and recommend the approach that will most likely
produce the desired results, considering all limiting factors. In all
cases, the CPA must be careful not to make management decisions
or to take a position which might impair his objectivity as an
independent auditor.
The CPA should spell out the limitations within which the
problem can be solved. This should reveal any inviolate area or
other limiting ground rules that the management has placed on
the solution.
Factors to be considered in arriving at the desired approach are
the following:
1. Why and when the problem needs to be solved.
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2. W hat is to be gained by the solution (increased efficiency, sales,
production, better control).
3. W hat the solution will cost.
4. Other constraints or goals necessary to achieve a solution that
is workable, timely and acceptable to the client.
After the facts have been gathered and analyzed, and the limita
tions and expected results of the solution determined, the tentative
problem definition should be discussed and agreed upon with the
client. These discussions should lead to an agreement between
the CPA and the client as to the facts and desirable course of action.
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Chapter 3

Proposal Letters
The preparation of a proposal letter is an advisable first step in
most management advisory services engagements. As explained in
Chapter 2, a limited review of the problem may be required to
develop the subject matter of the proposal. It may be a one-page
letter for short engagements; or, a more formal proposal may be
submitted for the more comprehensive engagements. This letter is
used to minimize misunderstandings between the CPA and the
client and to assist in better administration of the engagement.
Since management advisory services work is undertaken to meet
specific problems and objectives of the client, the proposal letter
should be addressed to these specifics. Ambiguities should be
avoided and thoughts should be expressed in non-technical terms
that are understandable to the client.
Sometimes, agreement as to the matters usually covered in a
proposal letter is reached in the first phase of the problem defini
tion review. In such cases, an arrangement letter confirming the
understandings may be issued instead of a proposal letter. The
subjects covered, however, will be generally the same.

Subjects Covered
Proposal letters will vary widely from engagement to engage
ment but generally each proposal should include:
1.
2.
3.
4.
5.
6.
14

The objectives and benefits of the engagement
The scope of the work and the role of the CPA
The approach to the study
The project organization
Fees and billing arrangements
Firm qualifications, where appropriate

In certain situations, the proposal may outline the first phase of
the study in depth, setting out future phases in general terms.
Objectives and Benefits

The proposal letter should describe explicitly the objectives of
the engagement. Absence of clearly defined objectives could result
in engagement failure. These objectives should establish the bene
fits to be derived, such as: improved customer service, better
management reporting, reduced costs, improved operating ef
ficiency, mechanization of certain procedures and the like. In some
cases, it may be well to indicate steps that are not included. The
letter should be so worded that the completion of the work is
self-evident, leaving no reason for question. For example, if the
objective is to design an effective information system for manage
ment approval, but does not include the installation of the system,
the letter should clearly state the exclusion of the installation
phase.
The satisfactory completion of the design of the information
system will constitute the completion of the assignment. In this
case, if the proposed system is approved by management and the
assistance of the CPA is required for installation, an appropriate
proposal letter for this phase should then be issued.
Scope of the W ork and Role of the CPA

The scope of the work and the role of the CPA should be clearly
stated. Although objectives may be clear, there usually is need for
further definition of the extent of the work to be done and the
degree of participation, joint or individual, of client and CPA
personnel. For example, the client may want the CPA to focus
only on the form and content of the statements to be produced by
a system, leaving to client personnel the procedures to be employed
to process the necessary data for the statements.
In another instance, the client may wish to have the CPA act
in an advisory role and expect his own employees to perform the
detail work.
Another type of specification of the scope of the CPA’s work
often required is the selection of locations to be visited. For ex
ample, in a large branch operation with similar units in different
cities, it is rarely necessary to visit more than a small sample of the
locations to accomplish most of the systems objectives.
The letter should also mention the type and frequency of
interim and final reports. These should be issued at prescribed
times to report progress, deviations from the engagement pro
15

gram, changes in the scope of the work, and the like. Reports are
the subject of Chapter 5.
Approach to the Study

Very often, it is desirable to incorporate the engagement pro
gram in the proposal letter by reference or attachment. If the
program is to be prepared as the initial phase of the engagement
being proposed, its subsequent submission should be referred to
in the letter.
Even though the objectives, the scope, and the role are clearly
defined, it is also important to have an understanding with the
client as to how the work will be undertaken. Specific approaches,
which would be of interest to the client and should be covered in
a complete engagement program and proposal letter, might be as
follows:
1. Data gathering methods such as questionnaires and interview
check lists
2. Extent of use of mathematical methods such as linear pro
gramming and simulation
3. Flowcharting and documentation testings
4. The order in which the various phases of the project are to be
undertaken
The order in which the various phases of the project are to be
undertaken should be logically arranged and a timetable estab
lished for each phase of the engagement. These matters are
normally covered in a complete engagement program, reference
to which will improve the understanding between the CPA and
client.
Project Organization

The proposal letter should specify how the CPA and client
personnel are to be assigned and organized, and what the working
relationship between them and the client’s organization should be.
It is usually good practice for the CPA to specify the functions
and responsibilities of the men he is assigning. For example, he
may say that the work will be under the direction of a partner who
will be assisted by a data processing and a cost accounting specialist.
Also the number and types of personnel which the client has
agreed to make available to the project should be covered. Very
often, if the work is to be accomplished by a combined task force,
16

a representative of the CPA firm will be designated as leader. Such
an arrangement should be covered in the letter.
Fees and Billing Arrangements

The fee estimate, the frequency of interim and final billing,
and the method of billing should be included in the proposal
letter. One of the primary objectives of the preliminary survey
(Chapter 2) is to carry the pre-engagement investigation far
enough to be able to define the elements of an engagement and
estimate probable fees. Travel and out-of-pocket expenses may be
estimated and billed separately.
Clients may want assurance that the fee for an assignment will
not exceed a certain amount. This may be accommodated by
quoting a range of fees which offers the reassurance of a ceiling
and the prospect that the bill may be less than the top figure. It
may be appropriate to point out that the fee estimate has been
prepared on the basis of certain specific assumptions as to condi
tions and time requirements. If changes occur to invalidate these
assumptions, the fee estimate may require revision.
Firm Qualifications

Very often, and particularly in proposals to governmental or
ganizations, the prospective client requires complete and formal
statements regarding the CPA firm’s qualifications. In such cases,
it is quite common to provide specifics concerning the history and
make-up of the firm. Engagements in areas similar to the one
under consideration are usually also of interest. Very often govern
ment agencies may also require specifics as to several engagements
which demonstrate the capabilities required in the contemplated
work. Prior to providing such data, the CPA should secure per
mission from the clients mentioned.

Presentation of Proposals
It is preferable to deliver the final proposal, or draft, in person.
Since the primary objective of the proposal is to develop a clear
understanding among all interested parties of the objectives, bene
fits, scope and other aspects of the assignment, any questions
arising from the proposal letter may be noted and resolved either
at that time or in subsequent discussions and correspondence.
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Chapter 4

Engagement Programs
Planning is essential to the successful performance of manage
ment advisory services engagements. Proper planning and com
munications with a client can best be achieved by a written
program for the engagement.
The program is an operational plan for conducting an engage
ment and as such should be expressed in reasonably specific terms.
It should not be implied, however, that a standard program can
be devised to cover all engagements. For although many engage
ments have similar aspects, unique problems will be encountered,
not only among different clients but also within a single client
structure.
Engagement programs are valuable in that they:
1. Provide a means for arranging, distributing and assigning
responsibility for various segments of an engagement
2. Provide a means of control for determining whether all seg
ments of the engagement have in fact been completed
3. Provide the framework for reporting progress on an engage
ment
4. Facilitate time and efficiency control over personnel assigned
to the engagement
5. Assist in an engagement review by a partner or supervisor
6. Provide the basis for estimating fees
In the early phases of the engagement, a draft of the program
should be prepared and revised, if necessary, based on subsequent
events.
18

D ev elo p in g an E n gagem en t Program
A program specifies the major phases of a management advisory
services engagement. The detail with which it is prepared varies
with the complexity and type of engagement. The major phases to
be considered in the development of the program are:
1.
2.
3.
4.

Fact-finding and documentation
Solution development and preparation of recommendations
Report preparation and presentation
Implementation

Excerpts from a typical engagement program are shown in
Exhibits A and B (pages 21 and 22). Exhibit A, a summary pro
gram, lists the overall tasks, time schedule, and responsibility
involved in the design and installation of a standard cost and
reporting system. Additionally a Gantt chart is used to display
the task/time/responsibility relationship involved. Exhibit B
itemizes the detailed steps required in performing one of the tasks
listed in Exhibit A. An important feature of this approach is the
ability to periodically re-issue the program as a progress report
after inserting the latest progress, revised estimates, and any ex
planatory comments.
The fact-finding portion of the engagement program will vary
depending on the results of the preliminary survey, the subject
matter of the engagement, the degree of supervision required and
the like.
For example, a preliminary review leading to a systems engage
ment may reveal record and report redundancy, file duplication
and excessive manpower. In such situations, the amount of work
to be listed on an engagement program would be greater than if
the survey merely pointed out excessive manpower. Further, if
the proposal letter also included work measurement, more work
program steps would be required than if work measurement were
not included.
The degree of refinement with which an engagement program
is expressed will also depend on whether the problem had already
been defined or whether a general survey must first be conducted
to determine the actual problem.
In the latter instance, a general engagement program can be
developed and later refined as symptoms give way to the actual
problem.
The program, which can take many forms, should contain the
following:
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1. The objectives and a description of each task to be accom
plished
2. A description of tangible output required at completion of
each task
3. A list of the manpower required
4. A list of the personnel assigned
5. The starting and completion dates
The program prepared at the start of an engagement should
contain detailed work steps for the first major phase of the engage
ment and more general task descriptions for the remaining phases.
At the completion of each major phase, the schedule should be
re-evaluated and a detailed program prepared for the next phase.
It is the responsibility of both the CPA and the client to see that
the engagement program does not fall into disuse because it is not
kept current.
The client should participate as practicable in preparing the pro
gram so that he will gain confidence in its content, especially as
to the time estimates. The CPA’s responsibility is to ensure that:
1. All aspects of the engagement are covered, including those
indirectly related to the major areas of the engagement.
2. Tasks, work steps and output required are well defined in
clear and unambiguous language.
3. Time estimates are realistic.
4. Personnel assigned are capable of handling the tasks.
Care should also be taken to assign tasks to client as well as firm
personnel so that proper training can be accomplished. However,
the CPA firm should not have the continuing responsibility for
maintenance of the new program after completion of the engage
ment.

S ch ed u lin g
A management advisory services engagement should be sched
uled for completion in as short a calendar period as practical. This
will minimize delays and scheduling conflicts and invoke the
client’s co-operation and enthusiasm.
Proper scheduling may also suggest the intervals for reporting
on progress to client management.
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E. DEVELOP COST ACCOUNTING PROCEDURES
1. Determine the basic requirements for devel
oping flow charts talcing into account:
(a) Requirements for management reports.
(b) Reporting cycle (frequency of prepara
tion).
(c) Data processing requirements.
2. For each cost center perform the following
work:
(a) Using the cost center specification
sheets list the information required for
reporting actual cost, calculating stand
ard earnings and variances and the tim
ing for developing the information re
quirements.
(b) Determine the most practical method of
obtaining the necessary information. Co
ordinate the cost information require
ments with the plant production report
ing requirements.
3. Revise the standard cost worksheets and pro
duction orders to accommodate the new ac
counting and management reporting informa
tion requirements.
4. Prepare flow charts in rough form. Indicate
paper work volume and timing where appli
cable.
5. Establish personnel and processing require
ments based upon projected workloads.

TASK

Responsibility of

CPA Firm

Client

MAN DAYS
Estimated
Actual

Start
Date

Complete
Date

Comments

EXHIBIT B
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E. DEVELOP COST ACCOUNTING PROCEDURES
(Continued):
6. Review flow charts and personnel require
ments to determine that—
(a) They have been prepared on a consistent
basis.
(b) They fulfill information requirements as
to both content and frequency.
(c) They provide the necessary paper work
requirements.
7. Review the procedures used in accounting
for rejected and returned goods and incorpo
rate into the cost accounting system.
8. Establish the policies for reporting labor and
expenses and design reporting and distribu
tion procedures.
9. Develop procedures for establishing account
ability of incoming raw materials and re
turned goods.
10. Determine the procedures to be used in ac
counting for service cost centers (e.g. Repair
and Maintenance Cost Center).
11. Prepare written procedures and have them
typed.
12. Obtain the following approvals:
(a) Review with local branch personnel.
(b) Review with division and corporate man
agement and obtain their approval.
13. Train cost accounting and plan personnel in
all phases of the new system.

TASK

Responsibility of

CPA Firm

Client

MAN DAYS
Estimated
Actual

Start
Date

Complete
Date

Comments

EXHIBIT B (continued)

Where the circumstances preclude a reasonable estimate of
engagement time, further investigation is warranted. In such an
instance, the program might include provision for such further
investigation and a report on the results.
Care should be exercised to schedule adequate time for de
veloping solutions, for preparing recommendations and reports,
and for review by supervision.
The use of tabular schedules, Gantt charts or critical path
networks often highlight engagement priorities.
The time of both client and CPA personnel should be reported
to the supervisor in accordance with the various elements that
make up the work program. Actual time spent in excess of the
original estimate can result from one or more of the following:
1. A change in the scope of the engagement
2. Personnel exceeding the scope of their assigned responsibilities
on the engagement
3.
4.
5.
6.

Ineff ective personnel
Lack of client co-operation
Low original time estimate
Incorrect problem definition

If excessive time is reported on an engagement program, cor
rective action should be taken immediately. Comparing actual and
scheduled time spent at interim dates and taking action immedi
ately is an effective way of completing the engagement within the
original time schedule or, at least, of providing a basis for negoti
ating additional fee coverage where justified.
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C hapter 5

Reports
Report preparation is an important part of most management
advisory services engagements. The issuance of meaningful interim
and final reports is usually the most effective way of keeping the
client apprised of the status or results of the engagement. Good
reporting becomes the essential communication link between the
CPA and his client. Oral reports may be effective in some situa
tions, but where a record is important it should be confirmed in
written form. Usually, the major conclusions, recommendations,
and/or results of each engagement should be committed to writing
for the benefit of both the client and the CPA.
The form, content, frequency and circulation of engagement
reports should be covered in the chart proposal or arrangement
letter discussed in Chapter 3. Decisions in these matters should be
based upon the CPA’s evaluation of his client’s information needs,
derived from personal discussion with the affected client personnel,
and his professional judgment.
It should be emphasized, however, that the issuance of a final
engagement report does not necessarily terminate a CPA firm’s
engagement responsibility. Successful implementation of the ulti
mate recommendations is the true “end product” of an engage
ment, and should be the major objective of the CPA. Implementa
tion is covered separately in Chapter 6.

Interim R eports
Interim or progress reports may be presented to a client in
various forms, depending on the varying information needs of
each engagement. These might include: graphic presentations,
written reports (both formal or informal), letters, conference
memorandums, or, as is frequently the case, an oral presentation
supplemented with a written report. W ritten progress reports can
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range from tabular listings of project status to detailed write-ups
explaining the status of each engagement program step.
An interim report could contain varying amounts of informa
tion, depending on the engagements. It would typically indicate
what steps were completed (against p lan ), what interim benefits
or conclusions resulted, what will be done as the next phase, and
what assistance or approval is required to accomplish the next
phase.
Regardless of the detail, form or content, the CPA has a con
tinuing client responsibility, on each engagement, to report, on
a regular basis, progress against the engagement program and to
confirm, in writing, any discussions, agreements, and conclusions
relevant to the engagement.
Proper use of interim reporting assists in timely recognition and
resolution of unforeseen problems or restrictions which could
hinder or even prevent a successful implementation phase.
Progress M eetings and C lient Conferences

The CPA should make a practice of arranging regular meetings
with his client (usually within a one-month interval or at the
end of a distinct program phase) for presentation of his progress
report. It is desirable to include as many as possible of the key
management personnel involved in the engagement to assure
“first-hand” understanding of engagement status. An agenda
should be prepared and distributed to all concerned prior to the
meeting to facilitate communication.
Regularly scheduled progress meetings should minimize the
need for emergency or unplanned meetings which key client
personnel often find disruptive to busy schedules. In addition, key
decision-makers may be unavailable on short notice.
At progress meetings, the CPA should outline all accomplish
ments since the last meeting, any problems or hindrances to
progress encountered or projected and the expected output of the
next phase. If progress is slower than expected and there is a
possibility that fees will exceed the level originally indicated, this
would be the time to bring the matter to the client’s attention.
Normally, minutes of these meetings should be taken by a
designated client or CPA representative and distributed to those
who attended. This documents the discussions held and any con
clusions reached, and prevents future misunderstanding.
Conferences with supervisory personnel are another form of
informal progress reporting. These meetings, which should be held
frequently, and in some cases daily, assure continued agreement
on detailed program steps. Memorandums on these meetings
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should be prepared when the subject matter has or could have
significant bearing upon the engagement. These memorandums
should confirm all interim decisions relating to policy and/or
program revisions and personnel assignments. Copies of confer
ence memorandums are typically distributed to appropriate client
personnel and are also filed in the CPA’s working papers.
Interim Report C irculation

Although a progress meeting usually provides the CPA with
the best opportunity for communication, it is necessary that copies
of his interim report be circulated to appropriate client personnel.
This distribution should be determined by the executive respon
sible for arranging the engagement. It should also recognize the
confidential nature of the data presented and the information
needs of other management groups, such as the board of directors
or the executive committee.

F in al Reports
The final report, which could in some cases be the only tangible
engagement output, can be regarded as the major communication
link between the CPA and his client. Normally, this written report
supplements or is supplemented by an oral presentation to client
management. The type of engagement and the needs of the client
will determine the format to be used. A short report letter may be
used, particularly where a simple discussion of one topic is being
presented.
Final reports can also be formal and relatively long. However,
engagement results are usually achieved by implementing, rather
than writing or reading about, recommendations. Accordingly,
reports should not contain more than is necessary to cover the
essentials.
Report O bjectives

The final report issued by the CPA to his client should, as a
minimum, do the following:
1. Summarize the work performed as related to the scope indi
cated in the proposal letter and any subsequent arrangements.
2. Summarize the CPA’s findings and recommendations in a
clear, logical manner, together with any supporting assump
tions.
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3. Recommend a future course of action, including where ap
propriate, a listing of future projects in priority sequence.
4. Serve as a continuing reference document for client manage
ment in their post-engagement evaluation, training and inter
pretation.
Long-Form Report

The long-form report is often used to present final recom
mendations or accomplishments to client management because of
the nature of the material to be covered. The major sections of
such a report might be as follows:
1. A table of contents.
2. An introductory section summarizing conclusions and scope
of the engagement. The exact form of every report naturally
varies, but this section usually contains the following:
a. Background of engagement
b. Objectives and scope
c. Survey and/or engagement methods
d. Summary of findings and/or recommendations
e. Projected or realized benefits
f. Signature
3. A section containing the detail of the CPA’s conclusions and
recommendations, together with any supporting data and
analyses. This can be structured in various ways. Sometimes
this section contains an initial summary of conclusions, if not
adequately covered in the introductory section.
4. An appendix containing a minimum of necessary charts, ex
hibits and tables. These should assist the client in compre
hending the report and promoting acceptance of the CPA’s
recommendations.
The exact design of the formal report must, in all instances,
recognize the requirements of the engagement. It should be dis
cussed with the client prior to any lengthy, expensive preparation
which might not meet his information needs.
Short-R eport Letter

This form is often used when the subject matter involved re
quires only a few pages of discussion. It usually confirms an oral
presentation and discusses a single topic. Ordinarily, it is not used
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when a complex subject is being presented or a series of dissimilar
ideas or topics are being discussed. But it can be used effectively
to bring the client rapidly to the core of a problem or solution or
to present the results of a completed engagement.
T o emphasize the importance of a letter report, the CPA might
bind it with an identifiable cover. This emphasizes the importance
of the report and avoids any casual treatment by the client.

R ep ortin g Pointers
There is a direct relationship between the method of conducting
a management advisory services engagement and its resultant re
porting requirements. Omitting reporting considerations (espe
cially final reporting) from the engagement program can result in
either excessive time incurred in unnecessary data collection ac
tivity or inadequate time provided for collection of data essential
to proper development and presentation of conclusions and rec
ommendations.
In correcting the latter deficiency, misunderstandings with the
client often result, especially at the later stages of an engagement.
It is, therefore, essential to consider reporting requirements in
conducting investigations.
The Reader of the Report

It is also necessary to recognize the audience to which the report
is directed. Reports are generally presented to those in authority
who can accept or reject the CPA’s recommendations; in addition,
they may also be presented to those directly affected by his rec
ommendations. Since these parties often hold differing views, con
sideration must be given to both groups in preparing the report.
It should also be realized that the decisions of those in authority
will often be influenced by the opinions of those directly affected
by the recommendations.
The CPA should always attempt to present his report in a posi
tive way, stressing desired improvements and resultant benefits,
rather than in a negative way that puts client personnel on the
defensive.
The amount of detail to be included in a report and the need
for selective emphasis of certain points are also key considerations
in writing a report. In this context, the CPA should recognize the
client’s prior subject background, the organizational climate cur
rently in existence and the degree of preliminary client acceptance.
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Suggested Techniques and Form at

Every firm has its own practices concerning the format and
techniques used in preparing and presenting reports. It is not
intended in this section to develop standard presentation rules.
However, some generally used practices are summarized to assist
in preparing a professional report.
The body of a written report is easier to read and understand if
it is divided into sections. This also allows several individuals to
write and type the report simultaneously. To emphasize the salient
points in a section, an introduction should be included for each
section of the report.
When writing the narrative of a section, it is desirable to “break
up” the writing as much as possible. This may be accomplished
through the use of side headings (major and m inor), subsections,
or other breakdowns.
The use of listings, tabulations, and selected exhibits and tables
within the text of the report, or as appendixes, will assist the
reader in understanding the important points in the report.
If the following are avoided, the readability of a report will gen
erally be improved.
1. Long involved sentences
2. Long paragraphs
3. Unnecessary technical terms and phrases
4. Complicated statistical tables in the text of the report
5. Frequent reference to exhibits
The report will also be more readable if these suggestions are
carried out:
1. Include significant figures extracted from exhibits in the body
of the report
2. Utilize ratios or percentages which are usually more easily
comprehended than actual figures
3. Cite specific examples in the body
O ral Reports

Success in achieving acceptance of a CPA firm’s recommenda
tions may well depend upon a forceful and well-prepared oral
report. In order to properly present an oral report, thorough
knowledge of subject matter and confidence in recommendations
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must be achieved. In addition, a successful oral presentation
requires:
1. Careful program planning and agenda preparation
2. An ability to understand those to whom the presentation will
be made, including the size and background of the audience
3. An ability to transmit ideas in a clear, logical and concise
manner
4. An ability to hold the audience and to keep the meeting
moving
The utilization of client management personnel, as well as CPA
representatives, in making the presentation should be considered.
The use of visual aids including hand-outs, easels, blackboards,
view-graphs, motion pictures, models, recordings, and field trips
will add greatly to the oral report. It is desirable to provoke
interest, questions and participation from those to whom the re
port is being made. Frequently this will allow the CPA to treat,
in depth, particular areas where certain management personnel
lack full understanding of the recommendations.
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C hapter 6

Implementation
Of Recommendations
A management advisory services review or study frequently re
sults in recommendations which require the development and
adoption of plans for new programs or systems or the making of
extensive revisions in existing programs or systems. These might
relate to cost accounting, budgeting, production and inventory
control, management information, clerical work simplification,
pricing and distribution planning, data processing, organization
planning, compensation, and many other areas and applications.
For example, a data processing feasibility study may indicate the
desirability of installing a computer system to achieve more timely
and better information for decision making at operating costs
which offer advantages over the existing processing methods.
In undertaking an implementation engagement, one of the
first questions to be resolved is what responsibility should the
CPA have for the successful accomplishment of the engagement
objectives.

Im p lem en tation R esp on sib ility
It must be understood that the CPA should not and cannot take
the responsibility for making management and policy decisions in
any management advisory services engagement. Nor can he exer
cise absolute administrative control of client personnel since he is
not a member of their organization. He does, however, have sev
eral important responsibilities in the implementation of the rec
ommended program or system. He must evaluate the client’s
capacity to develop and carry out plans for the recommended
program or system. He may recommend that a client hire addi
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tional qualified personnel to perform some of the many tasks
required. This would occur in cases where the client lacks people
capable of assuming responsibility for implementation planning
and control, and technically supervising those assigned to the
work. The CPA’s conclusions about his client’s capabilities should
be carefully reviewed with the client. A joint decision should then
be reached concerning the need to supplement existing client
personnel with newly hired personnel and/or staff assistance from
the CPA firm.
In light of possible client inexperience with the complexities of
an implementation program or because of a client’s desire to limit
fees, the CPA should clearly define the extent of his participation
he believes necessary to result in a successful conclusion. This will
usually require the assignment of a specialist who has had sufficient
training and experience to guide an implementation team and,
perhaps, one or more technicians who can serve as group leaders
of the newly recruited or less experienced client personnel.
The right mixture of CPA and client personnel is a critical
consideration in any implementation program and should be
thoroughly studied and planned before the commencement of an
engagement. If a CPA is to have responsibility for its success, he
must have sufficient control and understanding to insure that suc
cess and should staff the engagement accordingly. Occasional con
sultation on these assignments will not permit the CPA to fully
understand the problems associated with the program so that he
can sufficiently influence its course.
A CPA has an equal responsibility to refrain from assigning, at
professional fees, personnel who could be provided by the client
at a lower cost either from existing staffs or by outside hiring.
The degree of supervision necessary to insure success varies with
the length and complexity of the program. In a computer system
installation requiring several years to complete, the percentage of
CPA staff participation may be higher than in other types of in
stallations. The same considerations apply in the installation of
cost accounting, budgeting, inventory control, sales forecasting and
the many other systems which CPAs may recommend as part of
their management advisory services activities. Very often, however,
in these instances the skills required are such that clients may be
in a position to assume a greater share of the supervision, execution
and responsibility. In those cases, the CPA should provide less
participation than in the more complex engagements.
It is also conceivable that a client may possess sufficient skilled
staff to implement the recommendations successfully, once the
objectives and methods to be used are clear, with only occasional
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consultation by the CPA. In such cases, he should inform the
client that only limited participation on his part will be required.
The CPA should also consider how soon the client's personnel
can take over full responsibility for completing the installation and
operating the new system. This consideration must be continuously
reviewed from the commencement of the assignment in order to
take advantage of opportunities to have the client assume respon
sibility on an increasing basis. The CPA who works himself out of
an assignment sooner than planned because of such developments
stands much more to gain than to lose. While this may be difficult
to achieve—client personnel at the project level may assume that
the CPA will carry the full responsibility to completion—it is
important that this kind of over-dependence be discouraged.
The CPA’s scheduled participation in an engagement should
make distinctions among the following types of activities:
1. General level review of client work to test for:
a. Adequacy of documentation
b. Support for conclusions
c. Clear understanding of objectives, scope and responsibilities
d. Project co-ordination
e. Effectiveness of supervision
2. Detailed review of client work to verify technique, conformity
with standards, consistency within system and adequacy of con
clusions. This level of review is concerned with such things as:
a. File design
b. Audit trail and control
c. Error detection and correction procedures
d. System and program testing plans
e. Training and conversion plans
3. Progress review of client’s tasks in terms of the effect on the
project schedule
4. Interviews of department personnel to determine fulfillment
of their requirements and their degree of acceptance
5. Co-ordination within the project and with groups outside of
the implementation team
6. Direct assistance on the client’s scheduled task
7. Independent development of the scheduled task
8. Monitoring results of installed programs and procedures
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Im p lem en tation o f the Program or System
Implementation, after the review or feasibility study has been
completed, can be broken down into five major phases:
1. General design
2. Detail design
3. Testing
4. Conversion
5. Monitored performance and follow-up
Management’s approval should be secured before completion of
each major phase, particularly in the design phases.
W ithin the five major phases there are many tasks. The follow
ing four tasks are present in each of the phases and will be treated
separately because of their importance:
1.
2.
3.
4.

Development of work program and schedule
Monitoring of progress
Development of administrative and technical standards
Training of personnel

Developm ent of W ork Program and Schedule

The preparation of a work program and schedule for each phase
of the project is the first task. The direct importance of a com
prehensive and realistic work program and schedule to the success
of an installation cannot be overstressed. The program will set the
scope and objectives of the project, pinpoint responsibilities and
provide guidance in the accomplishment of each task. The CPA
should insist on this document no matter how large or small an
installation may be.
The subject of engagement programs is covered in Chapter 4.
M onitoring of Progress

It is of little value to prepare a work program and schedule
unless it is to be followed and used as a guide to determine the
status of the project. It is important to measure performance
against the program frequently and to publicize the results so that
corrective action may be taken by those who are in a position to do
so. Usually, such progress reports take the form of bar or Gantt
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charts which measure current status against plan and a brief ac
companying narrative which explains why the project is ahead or
behind schedule, what corrective action is needed and whether
such action is being taken and by whom.
Progress reporting should include a comparison of actual with
estimated costs and realized savings as well as the status of the
project in terms of calendar time and manpower expenditures.
In the accumulation of the actual cost, savings, and manpower
expenditure for comparison to the plan, care should be taken to
gather meaningful statistics which will help to make the schedule
and cost and savings estimates for future projects more accurate.
This is something that must be planned for at the start.
Sometimes there is a tendency to postpone progress reports in
the hope that delays can be made up in the future. This should
not be permitted; the real situation should be published in order
to produce the desired results.
The frequency of progress reports varies with the type and the
duration of the engagement. In a computer installation requiring
two years to complete, a monthly progress report should suffice.
Measurement of progress in complex systems design and program
ming tasks is not easy; if too many measurements are required,
there is a tendency to get careless and inaccurate. In an accounts
payable system using a bookkeeping machine, the installation may
require only two months. In such a situation, progress reports
every two weeks should suffice. The point is that the CPA must
determine what is the proper frequency of formal progress report
ing in order to maintain control over a program. Whatever the
frequency, the reports should be carefully prepared and issued
regularly commencing with the very first time period.
Not only must the CPA be sure that the mechanics described
are being followed but he must also be certain that the contents
of the reports are accurate. The degree to which he verifies the
progress as stated will depend largely on the extent of his participa
tion. If he has sufficient personnel in key positions on the project
who, as part of their assignment, are monitoring progress on a
daily basis, they should be able to attest to the accuracy of the
reports. On the other hand, if the CPA does not have this type of
personnel at the detail level of the project, he must perform peri
odic audits of the completed work and associated documentation
in order to determine the true status of the project.
Developm ent of A dm inistrative and Technical Standards

The establishment of rules and standards of documentation to
guide and evaluate the work is necessary in order to achieve eco
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nomical and orderly development and operation of the proposed
system. The standards should be produced in the form of a com
bination reference and procedures manual, outlining the rules
and required documentation for each function.
In a large assignment, this manual would include sections on
administrative control (including organization charts and job
descriptions) and standard form for project communications and
descriptions of any equipment involved and standards with respect
to its use.
In smaller assignments, the amount of formality and structure
expressed in such a manual will be less. Nevertheless, the manual
should include enough detail to keep the implementation program
on a business-like basis.
Training of Personnel

The need for detailed plans, programs, time schedules, man
power assignments and standards is clearly apparent if a successful
implementation is to be achieved. Equally important but some
times overlooked is the need for training client personnel.
This training is needed in two separate areas: (1) systems per
sonnel assigned to the project, and (2) operating personnel who
must use the system when installed. In a standard cost system in
stallation, for example, sufficient lead time must be provided to
train accountants in the mechanics of the system and to acquaint
analysts with the types of variances to be generated and the kind of
underlying data which will be available to analyze those variances.
In addition, continuing education and training must be provided
for all personnel in order to keep their proficiency at a high level.
Training of the operating personnel who will supply the input
and utilize the output of the system often poses greater problems
and challenges. These people, despite their valuable participation
in general systems design, may have little interest in, or appreci
ation of, the system’s details. However, before they can make
effective use of the planning and control information generated
by the system, they must understand where the information comes
from, what it means and what conditions requiring management
action would be indicated by certain information patterns.
It will normally require a series of well-organized training
meetings to acquaint operating and systems personnel with the
features of the system being installed. Careful preparation of train
ing materials, which might include graphic illustrations and
copies of documents and reports, and the use of effective teaching
techniques are essential for success in these training programs. One
effective teaching technique is to have several client personnel,
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preferably responsible members of the systems task force, lead
training sessions to explain the concepts of the new system to other
company personnel.

P ost-E ngagem ent F ollow -up
Sometimes programs and systems appear to operate effectively
during the first month or so after implementation but later run
into difficulty because (1) operating conditions change, (2) the
client makes certain modifications to “improve” the system, (3)
the design may prove to be faulty or (4) changes in other pro
grams or systems require some restructuring or refinement to main
tain compatibility and smoothness of operation in all of the
programs and systems affected. It is important that the project
manager provide for observation of the programs or systems in
stalled for a sufficiently long period to uncover deficiencies early
and to make the necessary modifications. Such periods may vary
in length depending on the type of installation. As a general rule,
the first two or three processing cycles or closings should be ob
served closely, and periodic observations or inquiries made there
after for such period of time as is appropriate to the type of
engagement.
The management advisory services specialist affiliated with a
CPA firm which also audits the accounts of his client has a definite
advantage in this respect. Presence of audit personnel on the
client’s premises may ease the task of observing the early opera
tions of a new program or system.
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C hapter 7

Evaluation of Engagement
Performance
Evaluation of management advisory services engagements is nec
essary if constant improvement and refinement in the quality of
future advisory services is to be achieved. While quality improve
ment of management advisory services engagements is a paramount
objective, it is not the only benefit to be realized through an
effective formal or informal evaluation program. The importance
of these benefits to a firm will vary with the maturity, size and
scope of its management advisory services function. Several related
benefits are:
1. Direction for staff training program
2. Timely evaluation of on-the-job performance of staff personnel
3. Data for determining required resources for subsequent similar
engagements
4. Tangible evidence of quality consciousness consistent with the
other areas of a CPA’s practice

W h at to E valuate
Evaluation implies comparison of actual results with standards
that have been set. The plans for a particular engagement, together
with established firm policies, provide the yardstick for measuring
performance.
Results, since they are the sole objective of an engagement, must
obviously be of primary concern. However, the analysis of the
results of an engagement is particularly susceptible to subjective
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and emotional criteria. Therefore, those aspects of an engagement
for which objective evidence is available must be carefully evalu
ated.
There are ample objective criteria for the effective evaluation of:
4

1. Proposal
2. Engagement program
3. Work program and schedule
4. Source data and documentation
5. Reports

Suggested Criteria
In the preceding chapters, guidelines have been suggested for
performance within the various phases of a management advisory
services engagement. Most of these have general applicability re
gardless of firm or engagement characteristics. T o this extent, then,
they constitute a framework of standards for conducting engage
ments. To evaluate engagement results, certain tests or criteria are
needed to determine whether and to what extent these standards
were met.
The following criteria are probably minimal for assuring en
gagement quality control in a firm with little or no prior manage
ment advisory service experience. Depending on the additional
benefits desired from the evaluation process, other criteria might
be added. A more experienced firm might exclude certain of these
criteria.
Proposal:
1. Were specific problems with the client encountered which
might not have arisen if the problem area had been adequately
covered in the proposal letter?
2. Did the proposal letter recognize all requirements of firm pol
icy in establishing the engagement?
Engagement Program:
1. Did additions to or deletions from the planned scope occur
during the engagement? For what reason? Were these changes
approved by responsible client personnel?
2. Is there evidence that the skill level of personnel utilized was
40

not commensurate with the requirements of the phase to
which they were assigned? If so, specify the indicator, phase,
individual and recommendations for future engagements.
3. Were utilized techniques performed in accordance with firm
policy? What change in techniques would you recommend for
a similar engagement?
Schedule:
1. Did actual duration differ significantly from plan? State your
opinion as to reason (s) for deviation.
2. If dates of interim reports or engagement completion were not
in accordance with prior client agreement, state reason.
Documentation:
1. Were recommendations to the client, oral or written, sup
ported by adequate evidential matter in the work papers?
2. Are there specific respects in which organization or content of
work papers are not in accordance with minimum standards of
the firm? If so, describe.
3. Was it necessary to do additional work and/or recontact client
for additional information before making a final report? De
scribe circumstances.
Reports:
1. Were progress meetings held with, or interim reports made to,
the client? If not, state reason.
2. Did errors of fact occur in interim or final reports?
3. Are there specific changes which you would recommend in
report content, format or style to improve effectiveness?
Results:
Deficiencies in any of the above may or may not have a major
impact on the most important criteria—the results. It is in the
evaluation of results that extreme caution must be observed so
that personal views are not allowed to cloud available objective
and quantifiable evidence. The following would seem to be mini
mum criteria for results.
1. Were all recommendations accepted by the client? If not, why?
2. W hat degree of satisfaction was expressed by the client?
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3. Describe any phase or circumstance in which dissatisfaction was
expressed (or implied) by the client and the reason.
4. Were additional services, either implementation or a new
survey engagement, requested by the client?

W h en to E valuate
Throughout a properly conducted engagement, a continuing
review and comparison of existing status to plan will have taken
place. However, only after the engagement has been completed,
can a valid determination be made of the eff ect of each system
installed, each procedure employed and each report rendered.
There are at least two compelling reasons for making an evaluation
immediately after completing an engagement. Only then, despite
the best of documentation, are the pertinent aspects of the engage
ment remembered in an undistorted fashion. Also, since a pri
mary objective of the evaluation process is quality improvement,
indicated remedial action can take place as soon as possible.
As previously mentioned, the review process should occur
throughout every engagement. A pre-report or pre-presentation
review should also be made to ascertain that the completed prod
uct is as planned. Final evaluation can only be made after the
degree of acceptance by the client is determined. This final evalu
ation, performed without the time pressure of meeting deadlines,
yields the information necessary for ascertaining the adequacy of
the firm’s quality control policies and procedures.
As more competence is attained and as the management advisory
services function of a firm grows, satisfactory quality control may
be achieved by periodically sampling completed engagements for
overall evaluation. The firm just beginning such services would
be well advised to make a complete evaluation of every engage
ment.

A ssigning R esponsibility
The organization structure and size of both the firm and its
management advisory services function will be the major deter
minants of the number and level of firm personnel responsible for
evaluation. Such evaluation may be performed by one of the
following:
1. One firm member for an entire firm
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2. Several firm members responsible for different segments of the
evaluation
3. Detail evaluation by a supervisor and overall evaluation by a
partner
4. A committee review
Whenever possible, the review of the technical aspects of an en
gagement should be the responsibility of management advisory
services personnel who did not perform the work.
If the engagement is for an audit client, the responsible audit
partner should participate in the evaluation. His knowledge of
and continuing contact with the client is especially valuable in
evaluating results and may be equally useful in the proposal and
reports phases.
The completed evaluation should be discussed with the appro
priate firm personnel if maximum benefits are to be attained. This
review should be concerned with desired changes in policies or
procedures and how they are to be implemented.
Since an effective overall evaluation program requires time
which is not immediately productive in terms of revenue, it is
imperative that responsibility be specifically assigned. To whom
the assignment is made is of considerably less significance to the
firm than the assurance that someone is fulfilling the function.

C onsiderations in M eth od s
Criteria which are critical in measuring results or other engage
ment characteristics which have an important impact on results
must be included in any evaluation. An obvious example would
be whether the engagement reports conform with the proposal.
The inclusion of other standards will be determined by the
secondary objectives desired by the firm. For firms just beginning
to furnish management advisory services, detailed standards which
will assist in directing the training function and in obtaining uni
formity of working paper files might also be included.
Consideration might be given to weighing the standards selected.
For example, satisfactory engagement results would normally be
more important than the adequacy of the engagement work pro
gram. Similarly, standards for evaluating engagement quality
would be given greater weight than that included for assistance in
directing staff training.
As long as a written evaluation is prepared and suitable criteria
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established, the format becomes somewhat a matter of individual
or firm preference. However, standardization will usually be
beneficial in reducing the mechanical tasks within a review and, of
greater importance, will permit more useful comparisons between
engagements and evaluation of the total management advisory
services performance of a firm.

Sum m ary
The evaluation function must disclose the relative quality of a
management advisory services engagement and the reasons for any
deficiencies. The function is not fulfilled, however, until corrective
measures are adopted and subsequent work analyzed to test their
adequacy.
The temptation to exclude evaluation standards because of firm
size, or for any other reason, must be avoided if the required
competence of management advisory services personnel is to be
attained, if the volume of management advisory services is to grow
on a sound basis, and if an increasingly valuable service is to be
performed.
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